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and/or insurance provider(s) review
proposed types and amounts of cov-
erage, including any deductible provi-
sions.

(2) The use of deductibles may be al-
lowed by RUS providing the applicant
has financial resources which would
likely be adequate to cover potential
claims requiring payment of the de-
ductible.

(3) Fidelity or employee dishonesty
bonds. Applicants will provide coverage
for all persons who have access to
funds, including persons working under
a contract or management agreement.
Coverage may be provided either for all
individual positions or persons, or
through ‘‘blanket’’ coverage providing
protection for all appropriate employ-
ees. An exception may be granted by
the approval official when funds relat-
ing to the facility financed are handled
by another entity and it is determined
that the entity has adequate coverage
or the government’s interest would
otherwise be adequately protected. The
amount of coverage required by RUS
will normally approximate the total
annual debt service requirements for
the RUS loans.

(4) Property insurance. Fire and ex-
tended coverage will normally be main-
tained on all structures except as noted
below. Ordinarily, RUS should be listed
as mortgagee on the policy when RUS
has a lien on the property. Normally,
major items of equipment or machin-
ery located in the insured structures
must also be covered. Exceptions:

(i) Reservoirs, pipelines and other
structures if such structures are not
normally insured;

(ii) Subsurface lift stations except for
the value of electrical and pumping
equipment therein.

(5) General liability insurance, in-
cluding vehicular coverage.

(6) Flood insurance required for fa-
cilities located in special flood-and
mudslide-prone areas.

(7) Worker’s compensation. The bor-
rower will carry worker’s compensa-
tion insurance for employees in accord-
ance with State laws.

(h) The processing office will conduct
appropriate environmental reviews in
accordance with RUS requirements.

(i) The processing office will assure
that appropriate forms and documents

listed in RUS Bulletin 1780–6 are com-
plete. Letters of conditions will not be
issued unless funds are available.

§ 1780.40 [Reserved]

§ 1780.41 Loan or grant approval.
(a) The processing office will submit

the following to the approval official:
(1) Form RD 1942–45, ‘‘Project Sum-

mary’’;
(2) Form RD 442–7, ‘‘Operating Budg-

et’’;
(3) Form RD 442–3, ‘‘Balance Sheet’’

or a financial statement or audit that
includes a balance sheet;

(4) Form RD 442–14, ‘‘Association
Project Fund Analysis’’;

(5) ‘‘Letter of Conditions’’;
(6) Form RD 1942–46, ‘‘Letter of In-

tent to Meet Conditions’’;
(7) Form RD 1940–1, ‘‘Request for Ob-

ligation of Funds’’;
(8) Completed environmental review

documents including copies of required
publication evidence; and

(9) Grant determination, if applica-
ble.

(b) Approval and applicant notifica-
tion will be accomplished by mailing to
the applicant on the obligation date a
copy of Form RD 1940–1. The date the
applicant is notified is also the date
the interest rate at loan approval is es-
tablished.

§ 1780.42 Transfer of obligations.
An obligation of funds established for

an applicant may be transferred to a
different (substituted) applicant pro-
vided:

(a) The substituted applicant is eligi-
ble and has the authority to receive
the assistance approved for the original
applicant; and

(b) The need, purpose(s) and scope of
the project for which RUS funds will be
used remain substantially unchanged.

§ 1780.43 [Reserved]

§ 1780.44 Actions prior to loan or grant
closing or start of construction,
whichever occurs first.

(a) Applicants must provide evidence
of adequate insurance and fidelity or
employee dishonesty bond coverage.

(b) Verification of users and other
funds. In connection with a project
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